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CONGO AT A_ GLANCE 


Population: 1.7 million Literacy: Over 602 

Area: 132,000 square mi. Major Exports: Petroleum, wood, 

Average Density: 12.9/square mi. diamonds. 

Major Trading Partners: United Major Imports: Machinery, food- 
States, France, Italy, Brazil, stuffs, chemicals, steel products, 
Spain. vehicles 


Rates: $1 = 212 CFAF (1980); 272 CFAF (1981); 328 CFAF (1982); 385 CFAF (1983) 


PEOPLE'S REPUBLIC OF THE CONGO: KEY ECONOMIC INDICATORS 


(all figures in millions USD unless otherwise indicated) 


NATIONAL ACCOUNTS 1980 1981 1982 1983(est.) 


Current GDP 1,467.0 1,719.5 2,17i9 2,041.6 
Real annual growth (2) 8.4 7.6 412.0 3.0 


GOVERNMENT SPENDING 441.0 677.0 853.4 958.4 
of which: 


. operating budget 285.5 443.4 498.4 594.8 
. investment budget 593.0 233.6 Jao0 363.6 


PETROLEUM PRODUCTION Millions of Metric Tons Barrels/Day 


1980 ; 63,000 
1981 ; 85,000 
1982 ‘ 89,000 
1983 (est.) : 110,000 


% Change 
1982 81-82 


Exports (FOB) ; 1,110.1 +3.5 
Imports (FOB) 665.1 -17.1 


Trade Balance ‘ 445.5 +39.6 


Net Private Services Balance 769.1 + 2.7 
Net Public Services Balance 11.0 +31.8 
Net Private Transfers 47.3 +31.7 
Net Public Transfers ‘ 24.7 -43.7 
Balance on Current Accounts 335.2 -27.2 
Long Term Capital Balance i 449.8  +262.6 
Short Term Capital Balance j 246.6 -220.5 
Net Capital Account Balance 203.1 ~33.3 
Net Errors and Omissions 48.4 -73.3 


BALANCE 84.2 -276.5 


MONETARY SECTOR SURVEY 
Money 297.6 +7.0 
Quasi-Money 55.9 -10.7 
Foreign Reserve 
. Assets -68.4 
. Liabilities 5 -22.6 
Net Exterior Assets 2 -79.3 


GENERAL RETAIL PRICE INDEX 


(1980 = 100) 100.0 
% Change Previous Year 7.2 


SOURCES: World Bank, IMF, Ministry of Finances, Banque des Etats de 1'Afrique 
Centrale, Centre du Commerce Extérieur. 





SUMMARY 


In 1983 the Congolese economy was characterized by a tempered 
growth rate caused by the softening world petroleum market and 
global recession. This followed a four-year trend of robust 
economic growth fueled by rising petroleum production. 1982 
marked the first year of the 1982-1986 five-year plan, and nunm- 
erous projects were launched in infrastructure, agriculture, 

and light industry. Unfortunately, planning based on overly 
optimistic forecasts of petroleum revenues, conceived when oil 
prices were at their historical high, has led to rising debt 
service, budgetary deficits, and calls for austerity through 

the remainder of the plan. The rise of the U.S. dollar has mit- 
igated many of the negative effects of falling oil prices and 
disappointing production levels, however, and thus economic 
growth in the Congo has continued at an estimated real rate of 
three percent in 1983. Road and building construction boomed 

in 1982 and 1983, agriculture generally stagnated but showed 
some promise in certain cash crops, transportation lagged, indus- 
trial output increased marginally, and the state enterprises sec- 
tor continued to drain the treasury. Forestry and mining, two 
of the most promising sectors for sustaining the economy after 
the vetroleum era, failed to live up to expectations in both 
years. The Congolese investment code was revised in 1982, add- 
ing further incentive in an environment already very receptive 
to foreign investment. The American business relationship with 
the Congo grew significantly in 1982 and 1983 as rising oil pur- 
chases made the United States the leading trading partner and a 
third commercial bank opened with American participation 


CURRENT CONDITIONS 


1982 was the maiden year of the Congo's ambitious five-year plan 
for economic development. In its original form, the plan called 
for investment of some U.S. $ 2.85 billion, primarily in infra- 
structural projects such as roads, bridges, electricity, vorts, 
civil aviation, and government buildings. Other favored sectors 
were forestry, agriculture, and light industry. Unfortunately, 
however, the plan's financing was predicated on the continuation 
of strong prices for petroleum, and with the sudden fall of world 
prices in 1982, the government pared the plan down to its “hard 
core" of U.S. $ 1.69 billion. Intense pressure for rapid devel- 
opment also strained the government's capacity to monitor the ac- 
crual of new debt, despite several new mechanisms intended to do 
so. An increasing reliance on external financing led to a precip- 
itous rise in the debt service burden, especially over the short 
term. A near-moratorium on the signing of new contracts and fin- 
ancial obligations became evident. The Congo also sought to ex- 
tend ongoing projects over longer time periods to avoid exacer- 
bating debt service tensions and outright project cancellation. 
The current accounts balance became negative for the first time 
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in the 1980s due primarily to the maturing of short term debt 
from 1980 and 1981. 


Nonetheless, the Congo prepared for 1984 with confidence, having 
proposed a record budget that would sustain the pursuit of most 
key objectives outlined in the five-year plan. The implications 
for debt service are ominous, but with a sure source of revenue 
lying in the offshore oil fields, the Congo believes that it is 
mortgaging for the future, and not against it. Assuming that 
Congolese access to foreign credit will hold, the Congo will con- 
tinue to represent a good market for American exports of heavy 
equipment, construction materials, agricultural equipment, food- 
stuffs, and consumer goods. 


As the "boom" pace has slowed to one of stable prosperity, many 

of the problems associated with rapid growth have been alleviated. 
Stores are well stocked, housing shortages are less acute, and 
shortages of key supplies are becoming less common. Persisting 
problems include frequent power outages, uncertain telephone and 
telex connections, low water pressure, and dense urban traffic. 
The chronic shortage of hotel space has been relieved by the open- 
ing of new hotels in Brazzaville and Pointe-Noire. Several new 
restaurants also opened in both cities. 


SECTOR BY SECTOR 


PETROLEUM AND MINING: In what is essentially a one commodity 


economy, petroleum production dictates the pace of all other 
activity. By 1985, barring the development of new fields, annual 
production will reach the six million metric ton per year level, 
tapering off until reserves are exhausted in the early 1990s. 

The Congo's oil is produced by the French and Italian firms, Elf 
and Agip, working in concert with the Congolese state oil company, 
Hydrocongo. In 1984 some exploratory drilling is anticivated, but 
the most significant development may be the inauguration of a 
steam injection process to increase recovery of highly viscous oil 
from El1f's mammoth Emerald field. The Congolese oil refinery, 
reopened in late 1982, completed its first successful year of ser- 
vice. A joint venture between Elf and Hydrocongo, the one mill- 
ion: ton per year facility operated at two thirds capacity and pro- 


vided for both the domestic market and a modest level of exports 
to the United States. 


The mining sector, while offering great potential, continues to 
be largely unexploited. Congolese potash production came to a 
halt in 1977 when the country's one mine, near Pointe-Noire, was 
flooded, although recent feasibility studies indicate that mining 
could be resumed. Congolese government interest in renewed pot- 
ash production remains high. Other mineral reserves include iron, 
lead, phosphates, natural gas, gold, zinc, and copper. Lack of 
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capital and adequate infrastructure have been the primary obstacles 
to their exploitation. 


TRANSPORT AND COMMUNICATIONS: The Congo currently has only about 
600 kilometers of paved roads. A major focus of the five year plan 
is to expand this network, most notably in the Northern Congo. It 
is hoped that new roads will open up the virgin forests and the 
agricultural potential of the Cuvette and Plateau regions, where 
effective resource management has been impeded by the lack of mar- 
ket access. The development of all-weather roads may also open 

up the north to light industrial activity and possibly mining. 


The Congolese railroad (CFCO) remains the mainstay of the domestic 
transport system, providing the only reliable land link between 

the capital and the sea. The CFCO experienced acute difficulties 
with derailments in 1983, a problem which has been addressed with 
better maintenance and training of personnel. An overall decrease 
in economic activity during 1983 also helped relieve the burden of 
excessive demand on the railroad, as did a decrease in manganese 
exports from the COMILOG mine in Gabon, which historically have ac- 
counted for over half the volume of rail and port traffic. The 
realignment of the railroad through the Mayombe mountains east of 
Pointe-Noire, under way since 1976, suffered further delays due to 
difficulties in piercing the final tunnel; it is now expected to 
commence operations by the beginning of 1985. Decisions on another 
long delayed project, the acquisition of new locomotives and- rolling 
stock for the CFCO, finally were reached in late 1983, with delivery 
expected in late 1984. By 1985, therefore, the CFCO should be 


operating at peak efficiency, though demand is not expected to have 
increased commensurately. 


Traffic at the port of Pointe-Noire has decreased since 1981, due 

to falling world demand for wood products, Gabonese manganese, and 
the gradual decline in demand for certain imported products. Con- 
seocuently, a planned expansion of the port will be postponed, while 
construction of a separate fishing port facility is still exvected 
to be realized nearby. Petroleum exports are handled by another 
facility at Djeno, south of Pointe-Noire. The enhancement of the 
river transport network will continue during the course of the 
five-year plan, with existing ports improved and expanded, new ports 
built, and new transport materials purchased and constructed. 


Internal air transport is provided by the national airline, Lina 
Congo. Since 1982, its fleet has included a Boeing 737, a Fokker 
28, two Fokker 27s, and two Twin Otters, servicing 19 locations 
throughout the country. Service among the major urban centers is 
generally reliable and flights are frequent. There are also pri- 
vate airplane rental and charter services in the Congo. 


Domestic and international communications are of variable quality. 
Direct dial international telephone service was inaugurated in 
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1983, but the number of external lines limits its practical 
effectiveness. Similarly, there is domestic direct dial, but 
obtaining a line between Brazzaville and Pointe-Noire can be 
time-consuming. Telex service in Brazzaville is satisfactory, 
while Pointe-Noire is sometimes without service for weeks at a 
time. Congolese television provide coverage of major world news 
events via satellite feeds from France. 


INDUSTRY AND CONSTRUCTION: The Congo was the former administrative 
capital of French equitorial Africa and its secondary role was 

as a supplier of primary raw materials. The industrial sector thus 
tended to be neglected before independence, a trend which gradually 
has been reversed since then. 


Basic Congolese industries now include soap, beer and soft drinks, 
glass and plastic bottles, textiles, cement, wood products, and 
refined petroleum products. In 1983 the cement factory at Loutete 
suffered a major setback in its expansion vroject as fire destroved 
the central control room; repair commenced immediately thereafter 
and the expansion will continue, however. Textiles in particular 
have registered larce gains since 1980 with production from three 
factories -- two state-owned -- destined for both the Congolese 

and Zairian markets. In 1983, a plan was aoproved to redress and 
reorganize several key state industries into "pilot entervrises", 
such as the cement and sugar companies, and "regrouped enterprises", 
joinine the manufacture of both plastic and glass, in one case, and 
synthetic and natural textiles, in another, under central management. 
The objective of these changes was to increase efficiency and pro- 
fitability by centralizing responsibility. A third trend evident 
in 1983 was toward joint ventures between the state and private 
foreign investors, such as the national construction company, which 
previously was 100 percent state-owned, and the new wood-processina 
facility near OQuesso. In both cases the capital is held 51 vercent 
by the government and 49 percent by vrivate investors. 


Construction and relatec activities continue at a fast pace in the 
Congo. As housing is still in relatively short supply in both 
Brazzaville and Pointe-Noire, residential construction is goinc 
stronce in both cities. Several major private and government build- 
incs were comoleted or under way in 1983. The cement factory fire 
led to rationine in late 1983, but supplies from neighborinc Kinr- 
shasa are expected to vrevent work stoppages caused by this pro- 
blem. Foreicn firms, mostly French, received most of the contracts 
for major construction projects. 


AGRICULTURE AND AGRO-INDUSTRY: Agricultural production in the 

Congo registered a steady decline after independence as other eco- 
nomic activities, primarily the development of vetroleum reserves, 
drained away resources. Major crops now under cultivation include 
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sugar, coffee, cocoa, peanuts, and oil palms. At present, less 
that one percent of arable land is under cultivation, infrastruc- 
ture for transporting produce to market is poor to nonexistent in 
most areas, and the Congolese dependency on imported foodstuffs, 
even for certain staples, is growing. The five year plan attempts 
to address these problems, both through its heavy infrastructural 
component and by directing some ten percent of its investment bud- 
get to agriculture. The production of suqar, once the Congo's 
leading agricultural export with a 1966 output of 140,000 tons, is 
rising again, and the state sugar company is aiming for an annual 
output of 100,000 tons by the mid-1980s (after a low of 5,700 tons 
in 1978). A sugar refinery is also envisaged. The Office du Cafe 
et du Cacao (OCC) is pursuing a plan to increase the area under 
cultivation of coffee and cocoa by 3,000 and 1,000 hectares, respec- 
tively, over a five year period. Other promising proposals in the 
plan are the establishment of a peanut farm in the Niari Valley and 
the revitalization of several mechanized corn farms in the Plateau 
region, possible with American private sector participation. 


FORESTRY: Forestry historically has been the primary export earner 
for the Congo, but has been relegated to second place by the pet- 
roleum "boom". Production levels have remained more or less con- 
stant since 1970. However, considerable reserves still exist, and 
forestry is expected to regain its primacy after oil reserves are 
exhausted in the 1990s. In the past the focus of activity has been 
the forests of the southwest, near Pointe-Noire, Mossendjo, and 
Loubomo, but they are generally viewed as overexploited, especially 
in those areas with access to transport facilities. Future pro- 
mise is concentrated in the northern Cuvette, where some 15 million 
hectares of tropical hardwood lie virtually untouched. A major 
World Bank-supported project for harvesting and processing wood 

has been started near Ouesso, and others are expected to follow. 
The government actively is seeking foreign involvement in the 
northern forestry sector, and provides particular incentives to 
companies willing to locate there. The develooment of paved roads 
to the north should make develooment of these reserves more feas- 
ible, as will the construction of ports and the general expansion 
of the inland waterway network used for evacuating wood products. 


Since the late 1970s, on the rolling hills around Pointe-Noire, 

an ambitious project has been under way to plant some 40,000 hect- 
ares with hybrid eucalyptus trees to supply a paper pulp factory 
to be constructed there. The project, with an estimated cost of 
approximately U.S. $ 600 million and a proposed annual output of 
290,000 tons, has been delayed while the government is seeking 
majority foreign partnership, but indications are that its construc- 
tion remains a high development priority and will continue to be 
pursued. Technical experts have estimated that production costs, 
using a unique hybrid and taking advantage of the factory's port- 
side location, would be among the world's lowest. 
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In addition to exporting logs for processing elsewhere, the Congo 
has a number of local firms which produce veneers, plywood, and 
sawnwooc. 


INTERNATIONAL TRADE: International trade is a major element of 
Congolese economic life, with exports accounting for over half of 
gross domestic product in 1982. Petroleum, of course, is the dom- 
inant export, followed distantly by wood, diamonds, sugar, cocoa, 
and coffee. In 1982 the United States became the Congo's leading 
client, buying some 58 percent of total exports, mostly oil on the 
spot market. Other leading clients are Italy, France, Brazil, and 
Spain. 


Congolese imports are mostly of western Eurogean origin. France is 
the primary supplier by a wide margin, supplying more than 50 per- 
cent of Congolese imports in recent years. Other suppliers are 
Belgium, Brazil, Japan, and the United States. The bulk of imports 
consists of machinery, vehicles, chemicals, petroleum products, 
foodstuffs, clothing, and consumer goods. The Comecom countries 

as a whole play an insignificant role in Congolese trade, account- 
ing for no more than two percent of the total in 1981. 


In 1982 the Congo enjoyed a record trade surplus, due to the fact 
that rising petroleum production was paid for an increasingly valu- 
able dollars, while most imports were purchased in devalued 

French francs. However, unprecedented capital outflows for ser- 
vices needed to realize the plan and the high volume of short term 
debt repayment -- which more than offset longer term capital inflows 


-- led the Congo to register its first net balance of payment def- 
icit in this decade. Foreign reserves also declined steadily after 
having reached a ten-year high in mid-1980. 


GOVERNMENT POLICY 


The overall aim of the five-year plan is to use the Congo's limited 
petroleum revenues to create an economy capable of sustaining growth 
and prosperity after oil reserves are depleted in the 1990s. The 
government simultaneously is attempting to build a strong internal 
infrastructure of transport, electricity, and water and a base of 
productive agriculture and industry to reduce dependency on imports, 
create employment, and earn foreign exchange. With most existing 
development concentrated on the axis between Brazzaville anc Pointe- 


Noire, another goal is to encourage development in the hinterlands, 
thereby unifying the country with an efficient internal transportation 
network and offering a more homogenous standard of living to all 
Congolese. The Congo is seeking foreign involvement, both private and 
governmental, in its development campaign, which is reflected in the 


favorable investment code and in its general receptiveness to foreign 
interest. . 
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By 19€3, it had become evident that actual oil revenues would fall 
short of projections in the plan. This led to an increasing reli- 
ance on foreign borrowinc, which in turn caused a high debt service 
and increasing uncertainty about the country's ability to realize 
its ambitions. In particular, criticism has arisen of the prepon- 
derance of infrastructural projects with long payback periods at the 
expense of potential shorter term productive investments. The gov- 
ernment also began to experience some difficulties, judaced as short- 
term by many observers, in punctually servicing its debt. Much of 
this problem is attributable to lack of administrative expertise in 
managing the ballooning public debt; this problem is the focus of a 
World Bank project to install computers and provide consultants for 
the debt management office. 


With much of agriculture, transport, and industry in the hands of 
the state, the campaign underway in 1983 to make operations in these 
sectors profitable could have a strong positive effect on the coun- 
try's economic health. Manv of these enterprises have been plagued 
with featherbedding, poor management, multiple decision centers, and 
thus have recuired state subsidies to continue their operations. Nu- 
merous key personnel changes occured in 1983, several companies were 
restructured, lines of authority were redrawn, and accountability 
was increased. These developments leave room for hope that the lag- 
ging state sector finally may contribute to -- rather than drain 
from -- the national economy. Similarly, as oil revenues are rising 
less rapidly than anticipated, the government has directed its au- 
aitors, tax collectors, and customs agents to perform their assign- 


ec tasks with greater cdilicence, in order not to overlook rotential 
income from non-petroleum sources. 


OPPORTUNITY FOR THE UNITED STATES 


Despite reduced income due to adverse marketing conditions for most 
of the Conao's exports, the country remains a promising place for 
Americans to do business. The government is seeking to diversify 
both markets and sources, and the United States represents for many 
Congolese a paragon of technological superiority and management ex- 
pertise. The current development plan offers excellent opportuni- 
ties for American merchants and contractors; the markets for heavy 
machinery, forestry eauipment, vehicles, telecommunications eaquip- 
ment, construction materials, fertilizers and pesticides, medicines, 
and supplies and services for the petroleum industry are particular- 
lv promising. Clothing and small consumer goods with a strong Amer- 
ican image will sell briskly, while consumer durables adapted to 
Congolese electrical norms will also find a sizeable market. 


The opportunities for American investment in the Congo are also at- 
tractive. The new investment code, modified in 1982, offers lucra- 
tive incentives for foreigners, especially in those sectors identi- 
fied by the government for expeditious development, such as forestry, 
mining, and agriculture. The political stability of the country and 
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the high literacy of its people are additional positive factors 
for potential investors. Visiting delegations always find a warm 
and responsive welcome in the Congo. Congolese officials are op- 
timistic about their "open door" investment policy, often express- 
ing their hopes that American business interests, historically 
modest in the Congo, will finally recognize the attractive invest- 
ment climate offered by their country. 


One particularly significant U.S. investment in the Congo in 1983 
was Chemical Bank's ten percent participation in the country's 
third commercial bank, the Bangue Internationale du Congo (BIDC). 
Expanding the American financial presence in the Congo, previous- 
ly limited to Morgan Guarantee's equity in the Banaue Commerciale 
Congolaise (BCC), the leading commercial bank, this development 
should facilitate future commercial exchanges with the United 
States, as well as American investment. 


MISCELLANEOUS _ NOTES 


CURRENCY: The People's Republic of the Congo is a member of the 
Communauté Financiére Africaine (CFA) franc zone, which includes, 
in Central Africa, Cameroon, the Central African Republic, Chad, 
and Gabon. The CFA franc, a hard currency, is issued by the Banaue 
des Etats de 1'Afrique Centrale (BEAC) and is pegged to the French 
franc (FF) at the rate of CFA 50 equals 1 FF. 


UDEAC: The Congo is one of the five members of the Central Afri- 


can Customs and Economic Union (UDEAC). The other members are 
Cameroon, Central African Republic, Gabon, and Equatorial Guinea. 


In addition, Chad's candidacy to rejoin the Union was approved in 
1983. 


E.E.C.: The Congo is an associate member of the European Economic 
Community, with whose member nations it conducts much of its exter- 
nal trade. 


C.E.E.A.C.: The Congo is one of the 10 members of the Economic Com- 
munity of Central African States (C.E.E.A.C.), which was founded in 
1983. 


BRAZZAVILLE: Beyond its role as governmental, literarv, and artis- 
tic center of the Congo, Brazzaville serves as a home for numerous 
international organizations: the African seat of the World Health 
Organization (WHO), the main office of the Central African States 
Development Bank (BDEAC), UNICEF's recional bureau, and the head- 
quarters of the 15 member African Union of Posts and Telecommuni- 
cations (UAPT). 


HOW TO CONTACT THE CONGO: In the United States the Congo Mission 


to the United Nations and the Congolese Embassy to the United States 
are located at: 
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14 East 65th Street 
New York, New York 10021 
Tel: (212) 744-7840 


A new Congolese Embassy, partially staffed, is located at: 


4981 Colorado Avenue, N.W. 
Washington, D.C. 20008 


® U.S. GOVERNMENT PRINTING OFFICE: 1984-421-007:585 
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twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
e is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
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